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EDITORIAL DEPARTMENT NOTE 


Recent years have witnessed a great increase in the records needed in ac- 
counting tor payrolls. Social Security legislation and the Wages and Hours 
Law have made obligatory much information and data which was not con- 
sidered necessary a few years ago. In the early days following the passage 
of the Social Security Act accountants were flooded with literature telling 
how this or that special form would solve all of their payroll accounting 
problems. Out of the confusion of that period there have developed many 
short cuts and improved methods for the accumulation, summarization and 
reporting of payroll data. The article in this issue describes the application 
of one such method to three companies operating in widely different fields, 
and illustrates the great savings which can be achieved by the application 
of modern methods to payroll work. 

This article is the joint contribution of Robert R. Haskell, District Man- 
ager of Ditto, Inc., Boston, and Ronald H. Robnett, Assistant Professor of 
Accounting, Massachusetts Institute of Technology, Boston. Mr. Haskell 
did his undergraduate work at Boston University, while Professor Robnett 
did his at the University of Oregon, but both authors chose Harvard Uni- 
versity for their graduate work leading to the M.B.A. degree, Mr. Haskell 
receiving his degree in 1921 and Professor Robnett his in 1934. Following 
his graduation from Harvard Mr. Haskell spent three years in the shoe 
manufacturing industry before joining Ditto, Inc., at its Boston office in 1924. 
In 1926 he was promoted to Branch Manager in Atlanta, and in 1930 to 
Assistant General Sales Manager in Chicago. In 1933, Mr. Haskell returned 
to Boston as District Manager for his Company. During the past year he 
has served as Director of Membership for the Boston Chapter. 

Following his graduation from Harvard in 1934, Professor Robnett be- 
came associated with the Massachusetts Institute of Technology as Instruc- 
tor of Accounting and was advanced to Assistant Professor in 1937. For 
several years he has been active in the operation of our Boston Chapter, 
having previously served as Associate Director and Director of Publications 
before his appointment as Director of Programs for the current year. Pro- 
fessor Robnett was the author of the article “What Makes the Budget 
Work?” which appeared in the June 1 issue of the Bulletin. 


Articles published in the Bulletin present many different viewpoints. In 
publishing them the Association is not sponsoring the views expressed, but 
is endeavoring to provide for its members material which will be helpful 
and stimulating. Constructive comments are welcomed and will be pub- 
lished in the Forum Section of the Bulletin. 
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COST ACCOUNTANTS 
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SOME APPLICATIONS OF DUPLICATING METHODS 
IN THE PREPARATION OF PAYROLL RECORDS 


By Robert R. Haskell, District Manager, 
Ditto, Inc., Boston, Mass. 


and 


Ronald H. Robnett, Assistant Professor of Accounting, 
Massachusetts Institute of Technology, Boston, Mass. 


ee. record accumulation is an important accounting 

function. Labor records must be accurate and complete. They 
must be adequate for cost accumulations and analyses, for control, 
for pay-off purposes and for meeting the requirements of State 
and Federal government agencies. 

Payroll departments must meet all these needs and they must 
do so economically, under circumstances where pay day must 
follow promptly after the end of the work period. The two pres- 
sures of promptness and economy frequently work at cross pur- 
poses, particularly in situations where all workers are paid on the 
same day. 

The Federal Social Security Act and the various State Unem- 
ployment Insurance laws have focused increased attention on the 
problems of adequacy of payroll records. New types of informa- 
tion must now be collected and reported. For example, a company 
employing one thousand persons must make at least two thousand 
additional entries each pay period. Thus, the problem of peak 
loads has become more acute. 

This paper is concerned with the uses of duplicating methods 
in the preparation of payroll records. It divides itself into two 
parts. First, there will be discussed the essential steps involved in 
payroll record work, with general reference to the approach that 
would be made with duplicating methods. The second part of the 
paper consists of summarized case studies of three companies, 
illustrating the specific routines followed by them. 

Each company differs from the others in size, industry and 
methods of wage payment. Each of the companies was concerned 
with the problem of the peak load and the rising cost of payroll 
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record keeping. Each drove squarely at these problems and each 
has materially improved its payroll record keeping, and reduced 
the cost of this function. 


Basic Steps Involved in Payroll Record Work 


Before discussing the case studies of the three companies in 
question, let us review the basic steps necessary in any payroll 
procedure for adequate information and control. They might be 
listed as follows: 


Daily time or piece work record 

Weekly payroll summary record 

Payment procedure and record 

Individual employee earnings record 

Unemployment compensation and social security reports. 


h 


Daily Time or Piece Work Record 


Types of daily records of hours worked or output naturally vary 
considerably with companies and types of work. Time clock 
records are used commonly with hourly workers and sometimes 
as a basic record when piece rates are in use. When piece work 
is the basis for pay and when incentive wage plans are used, there 
exists the need for some method of accumulating a record of daily 
output for each worker. The unit summary card is frequently 
used for this purpose. 

A unit summary card for a “Machine Tying” department in a 
textile mill is illustrated in Exhibit 1. It will be noted that space 
is provided for each day of the payroll week. For each day there 
is space to record hours worked. There are spaces to show the 
loom production and changes for the week. These cards are pre- 
pared in advance, with the name and social security number of 
each operator. The timekeeper carries the cards in visible binders 
and posts directly from the looms the pick count record of produc- 
tion daily or weekly, as may be desired. In this way the produc- 
tion is accumulated throughout the week so that total earnings can 
be computed quickly by application of the piece rate after the 
period has ended. Hours worked, gross pay, various pay deduc- 
tions and net pay can be posted at the top of the card, if desired. 

The form described combines the functions of both the daily 
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and weekly record for each employee. There are, of course, a 
number of variations of this practice. In some firms piecework 
tickets are filled in by the workers and posted daily to such a card 
as this. In other firms daily work tickets are filed until the end 
of the payroll week, then accumulated and posted to a weekly 
summary report for the employee. A disadvantage of the latter 
method is that the weekly peak load in the payroll department is 
accentuated. 

Where duplicating methods are used, information which would 
appear on the top line of the form shown in Exhibit 1 would be 
entered with addressing equipment using duplicating ink (for such 
information as is entered in advance). At the end of the week the 
hours, gross pay, deductions and net pay would be entered with 
duplicating pencil. With all essential information thus shown on 
the horizontal line at the top, this record would be the basis for all 
subsequent records in the process of payroll preparation. 


Weekly Payroll Summary Record 

Most firms find it necessary to prepare a payroll summary at the 
end of each pay period. This report usually is classified by depart- 
ments, listing the name, number, gross pay, deductions, and net 
pay of each employee. 

The summary record performs a useful function in preparing 
the pay envelopes or checks, and in supplying a permanent record 
of departmental activity for the week. It is a convenient device 
when recourse must be had to the past, such as the tracing of a 
worker’s past record, both as to earnings and to departmental as- 
signments. It is the most convenient form for statistical studies 
of departmental cost trends, wage costs and employee efficiencies. 

Some companies omit this stage in the payroll procedure. This 
usually can be done only at the cost of additional handlings of 
basic labor records in order to comply with the steps necessary for 
payment, approval and departmental classification. The useful 
and important payroll summary record can be prepared with no 
recopying and with a minimum of clerical effort by methods de- 
scribed more fully in case summaries which follow. 


Payment Procedures and Records 


Two methods of payment, by cash and by check, are in common 
industrial use. Both have certain advantages, yet each is subject 
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to limitations. Brief attention will be given first to payment by 
cash. In this connection attention should be given to a step which 
is considered important. This is the securing of a pay receipt from 
the worker at the time of payment. Current laws require that the 
employee receive a record of the hours worked, gross pay, deduc- 
tions made and the net pay earned. It is desirable that the em- 
ployer have a permanent record that the proper employee has re- 
ceived his pay and has approved the accuracy of the computation. 

All of these points can be covered by the preparation of a pay 
receipt which is given to the employee after the end of the pay 
week, but before pay day. The employee checks the receipt for 
accuracy and is in a position to bring any possible errors to the 
attention of the proper official before pay day. When the pay-off 
is made, the worker signs the receipt and exchanges it for the cash 
envelope. 

This procedure is considered generally more satisfactory than 
the “brass check” method or the practice of using no form of 
token or identification other than that of personal acquaintance. 
It is desirable to adopt methods which, in addition to the advan- 
tages claimed above, act as a deterrent to payroll frauds. The pay 
receipt can be a valuable aid in this connection. 

After the weekly payroll summary records are prepared and 
approved, a check for the total payroll is drawn payable to the 
bank which is to supply the funds. If the envelopes are to be filled 
in the office, the check is accompanied by a list summarizing the 
amounts required in currency and coins of different denomina- 
tions. In the interim before the delivery of the cash, the pay en- 
velopes are made ‘ready. Each envelope must have on it as a 
minimum, the name and number of the employee. Most concerns 
include also the gross pay, deductions, and net pay. The most 
convenient method is to enter this information in appropriate 
spaces on the face of the envelope. 

When the funds arrive from the bank, the envelopes are filled 
and sealed, with certain tests and methods applied to insure ac- 
curacy and safeguarding. The pay-off is made by the paymaster 
and his staff or, in some cases, by express company employees. 
If the pay receipt is a part of the procedure, this is collected from 
each employee as evidence of payment. 

Some firms prefer to have the pay envelopes filled at the bank 


1403 


| 
/ 
‘= 
i 


N. A. C. A. Bulletin July 15, 1940 


instead of at the plant. In this case, the envelopes must be pre- 
pared first. Sometimes the summary records also are sent to the 
bank, as an additional check to insure accuracy. 


Payment by Check 


When checks are the medium of payment, the labor and dangers 
of handling cash are avoided. Substituted, of course, are the steps 
involved in preparing and signing checks. 

As would be the case in payment by cash, the payroll summary 
is the basic record for the preparation of the checks. Various 
mechanical aids are available for facilitating the routine, even to 
mechanical signing machines. In most cases, to prevent major 
frauds, the checks are printed with some such phrase as “not good 
for over $50.” In practice, it is found that losses due to alteration 
or the use of mechanical signing methods is negligible. To comply 
with current legislation it is usually necessary to include with the 
check duplicate information as to gross pay, deductions, and net 
pay. This may be in the form of a detachable end or top stub, or 
it may be a carbon duplicate. A valuable feature comes from 
making the check number a part of the payroll summary sheet as 
a permanent record of the payment. 

The pay-off procedure by check is relatively simple. There is 
not the danger of loss or robbery as is the case with cash. Col- 
lusion in the pay-off is less likely because to negotiate a check 
fraudulently is fraught with more personal danger than is the 
case with cash. It has been the experience of many firms that the 
pay-off by check is more satisfactory and actually more econom- 
ical than is the case with cash. 

It would be useless to generalize as to which method is the 
better. It is a problem to be answered by circumstances. The 
plant which is located where the cashing of a large number of 
checks places a burden of inconvenience upon the workers and 
resources of the community obviously should pay by cash. Where 
banks require the carrying of excessive balances in the payroll 
account, or charge the company or employee for cashing the 
checks, the check payment method may not be practicable. Some- 
times the employees have an aversion to checks based upon tradi- 
tion or some other intangible reason. Of necessity, management 
must take cognizance of the desires of the workers in devising 
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methods of payment. The cases which follow illustrate payment 
by both methods, and show how the essential information under 
either method is prepared by direct duplication of the primary 
earnings record. 


Individual Employee Earnings Records 


Income tax and Social Security legislation make mandatory the 
keeping of a record of each employee’s earnings. This record 
must show complete information as to date, gross pay, deductions, 
hours and days worked, time lost, overtime, etc., in order to pro- 
vide basic data for reporting employee earnings for income tax, 
old-age pension, and State unemployment plans. 

It is vital that these individual earnings records agree exactly 
with original payroll records, in order to facilitate the filing of 
the various quarterly (or monthly) and annual reports made 
necessary by the requirements of these governmental agencies. 

It may be seen from the foregoing explanation of basic payroll 
steps that several separate and distinct requirements must be met 
in the design and operation of any payroll system. The cycle must 
be repeated frequently, usually weekly. Each requirement is man- 
datory, but most of the operations consist of different uses and 
arrangements of primary data—the hours worked, production out- 
put, gross pay, itemized deductions and net pay of the worker. 
The cases which follow describe the experiences of three com- 
panies in facing the problems of payroll methods and in evolving 
routines which met the primary requirements at a great reduction 
in cost over procedures formerly in use. 


Rayton TextTiLce Mitts* 
General 


The Rayton Textile Mills manufactures a line of fabrics using 
both cotton and rayon as raw materials. It employs 1,500 persons 
in the plant, of whom about 1,150 are classified as direct labor 
workers. Of these about 600 are paid on a piece-work basis. The 
remaining 550 direct labor employees are paid hourly rates, as are 
the 350 persons classified as indirect labor. The employees are 
paid weekly and in cash. 


* Fictitious name. 
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Payroll Method Formerly in Use 


The Rayton company secured its primary data for piece-rate 
workers daily from machine dial readings of production tickets. 
The proper piece rates were applied at the end of each pay period 
to obtain gross pay. This information was copied by hand to the 
weekly payroll summary. Hours worked by hourly workers were 
accumulated by means of time records and similarly calculated and 
transferred to the summary sheet. 

Lists were prepared weekly for identification of employees at 
the time of pay-off. The lists contained employee names and 
“pay-off” token numbers. Metal tokens, with corresponding num- 
bers, were given to the employees who surrendered them when 
receiving their pay envelopes. The paymaster checked the token 
numbers against the corresponding numbers appearing on the list. 

The payroll summary sheet was prepared before the end of each 
weekly period with the name and social security number of each 
employee. At the end of the period, handwritten entries were 
made for work completed, piece rates, gross pay (for piece work- 
ers) and total hours, rate and gross pay (for hourly workers). 
Deductions were then entered by hand, and the net pay computed. 

As a part of the task of cash envelope preparation, the em- 
ployee’s name, number, gross pay, deductions and net pay were 
copied by hand from the summary sheet to the cash envelope. 

Individual earnings records for each employee were hand- 
posted each pay period throughout the year. For those employees 
working less than a minimum number of hours, an individual re- 
port was prepared (by hand) and sent to the office of the State 
Unemployment Commission. 


New Payroll Method Adopted 

When company officials reviewed the methods described above, 
they were impressed with the fact that much of the procedure con- 
sisted essentially of rewriting of the primary data. There were at 
least four such rewritings each week, each of which had to be 
rechecked. It seemed desirable, therefore, to consider ways and 
means of attaining completeness and accuracy with as much re- 
duction as possible in rewriting operations. The extent to which 
they succeeded may be seen by a study of the new procedure now 
in use. The essential feature of the new system is that the earnings 
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data are written only once. All subsequent steps are provided for 
by the use of duplicating and addressing equipment. 

The key record in the system is the so-called “unit-master” card. 
One card for each employee is prepared in advance of the pay 
period by the addressing machine using a duplicating ribbon. On 
the card is printed the employee’s name, social security number, 
clock number, department and the date. The cards are arranged 
by departments and placed in visible binders. The timekeepers in 
most departments carry the binders through the shop and post 
thereto the machine dial readings and hours worked. This card 
is illustrated in Exhibit 2. 


= 

» 


Exuipit 2 


At the end of the pay period the binders are turned in to the 
payroll department. Total pieces or hours are computed and en- 
tered with a duplicating pencil on the top line of the card. In like 
fashion, piece rates or hourly rates are applied to obtain gross pay, 
and deductions are entered and net pay computed. Exhibit 2 
illustrates this. It will be seen that the name of C. A. Lyons, his 
social security and clock numbers, his department (weaving) and 
the payroll week date have been printed in by the addressing ma- 
chine. He worked 40 hours, earned gross pay of $26.50. Deduc- 
tions were $.27 for social security and $1.00 for miscellaneous, 
leaving $25.23 as net pay for the week. 

When the computations are completed, each page of cards is 
removed from the binder and placed in a pegboard frame. 
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CLAIM REPORTS 
(FOR PARTIAL BENEFIT ) 


. MAINE UNEMPLOYMENT COMPENSATION COMMISSION 
338 WATER STREET, AUGUSTA, MAINE 
CLAIM FOR PARTIAL BENEFITS 
Gute 
— =. 2. 
The shove named worker has been employe! by me for less than his cus 
tomary weekly hours for the week covered by this certifiente The worker was wernty Benet: 
available for work and able te work, but because of no work available was 
Lally enemployed. te 
worker for the week covered by this certificate 
The amount of carvings of this 
= 
AGENT 


S  Eamings from above Employer 
Earvings from Other Sources 
Tota! Earnings for the Week | 
OB. 
The foregoing statement is made with the full knowledge that the lew provides  pensity of 
fine and for (alse statements made benefits 
| 


3 


In the frame the cards are overlapped so that only the top line, 
upon which the summary data are written, is exposed. The peg- 
: board frame is then placed in position in the duplicating machine. 
By means of special attachments the following payroll steps are 
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quickly and easily accomplished. In each case, the same data as 
appear on the top line of each card are reproduced. 


1. The payroll receipts are prepared one at a time. 

2. The cash envelopes are imprinted with the payroll informa- 
tion one at a time. 

3. Unemployment claim reports are prepared for each em- 
ployee for whom they are needed. 

4. The data are posted to the proper line of the historical earn- 
ings record of each employee. In this connection it should 
be emphasized that the duplicating operation reproduces the 
name as well as the earnings information, thus virtually 
eliminating the possibility of posting the data to the wrong 
historical earnings card. 

5. The complete page of the payroll summary is reproduced 
with one operation. If more copies are needed, the operation 
is repeated. 

A state unemployment report is shown as Exhibit 3 in order to- 
illustrate how the basic data are easily and conveniently adapted 
to the purposes of this particular report. Exhibit 4 is the weekly 
summary sheet. This sheet is an exact duplicate of the overlapped 
cards in the pegboard frame. 


Evaluation of New Procedure 

From the foregoing brief description of the new payroll pro- 
cedure it may be seen that each essential step in record keeping 
has been met without the necessity of recopying the original data. 
If precaution has been taken to insure accuracy in the basic oper- 
ation of calulating the worker’s production or time and in comput- 
ing his pay, each subsequent record is inherently accurate. There- 
fore, both rewriting and rechecking have been eliminated. The in- 
evitable results are faster preparation of payroll, more accurate 
records and lower cost. 


THE CHAIN Bakery CoMPANY* 
General 
The Chain Bakery Company employs more than a thousand 
persons. In addition to the central office and bakery, it operates 


* Fictitious name. 
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SUMMARY SHEET 


WEEKLY PAYROLL RECORD 
Rayfen MANUFACTURING COMPANY 
pace__1 __weex enoinc Fed. 19, 1958 
DEDUCTIONS ] 
Cc. A. Lyons aving 1 | He! 2é so) 1938 |.27 feo ASIF 
James aving 3 | | Fo) 1938 | 
3 | Lewis Jones Weaving! 5 | Ge 1938 00 
006-04-2214 5b. 19 | 
4 | Howard Ward 7 La3 | 
| 06-04-1721 ] Feb 
-04-1610 b.19) 
6 «| | #0 | | 74] a 
| T 
Me Lewis 14 | 40 |23% 1938 Joe 2/66 
006-04-1818 
a. J. Kolz 18 | 224) 
006-04-1851 
Olson 20 | | so! 23.71 
006-04-1857 b.19 
006-04-1858 b.19) 
006-064-1861 
Dace = 2470. wh \ 2347} 
006-04-1865 Feb ; 
006-04-1865 
00604-1867 
006-04-1870 
18 | Myron Wilson aving! 37 1988 (oe \ 
f b. 15 
hammer Peering 50 | aod 2/7 
006-04-1875 Feb.19 
e 20 | Ray Stole peering | _ 40 He | 1988 23:99 | 
006-04-1875 
21 | Lewis Ramm ving} 42 He | 1930 | 
006-04-1877 b.19 
22 | marry Holt Meaving| 42 | 72-91 1938 33.02) 
006-04-2878 
23| Henry Dac Beaving| 45 | 1958 fe | 
| 006-04- | ed.19 
H. Cole ving) 46 1938 |27 Fe 
| 006-04- b.19 
23| 3. Roe Beaving| 47 | 24/0} 1938 | 
ed.19 
price Meaving| 48 | 2/20/1938 | > 
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several dozen branches throughout its territory. Some of the 
branches operate bakeries, but most of them are distributing sta- 
tions from which wholesale and retail trucks and wagons make 
daily deliveries to the customers. All employees are paid weekly, 
by check. 

This case is concerned with the present method of payroll prepa- 
ration for the branches. As will be seen in the detailed explana- 
tion to follow, the preparation of payrolls is shared by the central 
office and the branches. 


Basic Payroll Record 


The basic payroll record, prepared weekly, is a large sheet meas- 
uring 24 inches horizontally and 15 inches vertically. The left half 
of the sheet provides space for detailed payroll distribution to de- 
partmental accounts. The right half of the sheet provides for 
complete information necessary for permanent records pertaining 
to pay-off, check preparation, individual earnings records, and 
social security reports. The right half of the sheet for one of the 
branches is illustrated in Exhibit 5. 

Near the beginning of the payroll week, the central office pre- 
pares the record sheet for each branch by printing with an ad- 
dressing machine with duplicating ribbon the registration numbers 
and names of each employee of the branch and the ending date of 
the payroll week. The plates from which this printing is done are 
kept up to date by means of weekly reports from the branches of 
employee acquisitions and terminations. 

If any deductions for savings or bonds are to be made from an 
employee’s salary, these amounts are entered at the central office 
in duplicating peneil under the heading “Other Deductions.” The 
payroll record sheets, containing information as explained above, 
are then sent in mailing tubes to the respective branches. 


Branch Preparation of Payroll 


The chief clerk of the branch is responsible for completing the 
record sheets. For all entries shown in Exhibit 5 a duplicating 
pencil is used. In the column “class of work” is entered a code 
symbol showing departmental classification. The “time worked” 
column is used only for daily or hourly workers. “Rate” and 
“gross payroll” is identical in Exhibit 6 because all workers listed 
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~ PAYROLL RECORD 


Exuisit 5 


on this page are on a weekly rate. The social security deduction is 
entered in the proper column and the net pay shown in the “net 
amount” column. 
The clerk then totals and proves the various money columns. 
When this is done, he completes and proves the payroll distribu- 
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tion on the left half of the sheet (not illustrated). The payroll 
record sheet is then mailed to the central office. 


Completion of Branch Payroll by Central Office 


Check numbers are entered on the payroll record sheet with a 
numbering machine using duplicating ink when it is received from 
the branch. If corrections or changes are necesary, they are made 
at this time. The sheet can then be placed directly into the dupli- 
cating machine for reproduction of the basic data on the following 
fundamental records. 


(a) Individual earnings records 

(b) Branch copy of payroll sheet 

(c) Cashier’s records of disbursements (used to reconcile bank 
statements ) 

(d) Individual payroll checks. 


The branch copy of the payroll sheet is, of course, a direct copy 
of the sheet as mailed in, with the single exception of the addition 
of the check numbers, and the possible exception of corrections as 
described above. 

The cashier’s record of disbursements likewise is a direct copy, 
but only of that part of the sheet beginning with the column 
headed employee’s registration number and name. 

In the preparation of the individual earnings records and pay- 
roll checks an interesting and unique method is used. The printed 
forms are purchased in “blocks” of twenty-six forms overlapped 
to correspond to the number of lines found in the basic payroll 
sheet. This is ‘done by arranging the forms so that only the top 
line is visible. The “block” has been fastened in this position by 
gumming the right edge. This method makes possible the prepa- 
ration of the individual earnings record (not illustrated) and the 
“writing” of the checks by one direct duplication for each page, 
as was the case with the record previously described. The forms 
are then cut from the gummed border. Exhibit 6 shows the 
“block” for the payroll checks. The checks are signed and “pro- 
tected” by machines, after which they are mailed to the branches 
for distribution. 

The employee’s earnings records are then individually filed in a 
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special employee’s record file. The file guide is illustrated in Ex- 
hibit 7. It will be seen that the guide contains space for quarterly 
summaries of the payroll information for the employee. The 
weekly slips are accumulated for the quarter and then are totalled, 
the results being summarized on the face of the guide. After quar- 
terly summaries have been made of each employee’s earnings and 
posted to the summary card, the individual earnings slips are 
stapled and filed behind the summary card. At the close of the 
year, earnings slips and the summary card are filed together and 
a new card is started for the new calendar year. This procedure 
simplifies the preparation of such individual earnings reports as 
are required by the Federal and State governments. 


Evaluation 

The payroll method used by the Chain Bakery Company in- 
volves but one writing of the payroll data. The basic record pro- 
vides all the information necessary for direct preparation of each 
report or document involved in the necessary permanent records 
and in the pay-off. The use of the gummed “block” for the indi- 
vidual earnings records and for the pay checks has proved a sub- 
stantial aid in speeding direct reproduction of the information con- 
tained in the basic payroll record. All proving is done on the 
original record. From then on, each record is an exact duplicate 
of the original data, making necessary no further computations or 
recheckings. 


Stone BrorHers CoMPaNy* 
General 


The Stone Brothers Machine Company is a medium-size estab- 
lishment which manufactures various types of machines and tools. 
The majority of its workers are paid under a wage incentive sys- 
tem which involves a certain number of “points” for each oper- 
ation. Underlying the “point” system is a guaranteed hourly rate 
for each class of worker. Standard costs have been developed for 
each operation and a standard number of “points” assigned to 
each. A “point” represents one minute of working time. Pre- 
miums are paid on the basis of “points earned” as compared to 
“standard points.” 


* Fictitious name. 
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As this case is concerned with payroll methods, the following 
description will not give details of calculating the point earnings. 
The description will emphasize the steps involved in translating 
the point earnings into the workers’ pay checks and in building 
up the other necessary payroll records. 


Payroll Procedure 


Because of the involved calculations necessary to determine 
daily earnings, a “Daily Checking Card” was prepared for each 
worker each day. (See Exhibit 8) In the case illustrated, A. S. 
Brown performed two different operations on a number of pieces 
of Part 4978-H. On the first of these operations 60 pieces were 
worked at a standard M.A.A. (machine assignment allowance) 
time of 2.0 minutes for a total M.A.A. standard of 120 minutes 
for machine cutting time. The machine was running 205 minutes, 
resulting in a figure of 85 minutes for operator’s time. The point 
standard per piece was 2.19 minutes, giving a point total of 131 
(60 pieces X 2.19 point standard). 

On the bottom of the daily checking card were spaces for re- 
cording time worked, operator’s time and M.A.A. credit. This 
data was combined with the proper rates to show the base wage 
and premium point earnings for the day for A. S. Brown. 

A unit master card for the week (Exhibit 9) had been previ- 
ously made for Mr. Brown. His name and number and the date 
had been inserted on the top line with duplicating ink. Reference 
to Exhibit 8 will show that certain data pertaining to the day’s 
operation have been circled for the convenience of the reader in 
following this example. This data was posted te the line marked 
“Tuesday” on the unit master card (Exhibit 9g). Thus Mr. Brown 
was credited with 8 hours worked, 3.3 hours on “standard”, 281 
points, a point hour rate of $.85, 87 premium points and $.65 
earned premium. 

The procedure as outlined above was repeated each day of the 
payroll week. At the end of the week the total earnings were cal- 
culated and checked. Mr. Brown worked 44 hours at a base rate 
of $.59, earnings $25.96 as his basic wage. His premium earnings 
totaled $2.98, making his gross pay $28.94. 

Duplicating pencil was used to enter the following data on the 
top line of the unit summary card: total hours, 44; gross pay, 


1417 


| | 
| 
wet 
| 
a. 
fi 
| 
7 


1418 


An operator then stamped check numbers 


on the cards using a machine equipped with duplicating ribbon. 


After the calculations were checked, the totals by depart- 
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were computed. All remaining records were secured by duplica- 
tion of the data contained on the top line of the unit master cards. 
The cards were placed in a pegboard frame similar to that de- 
scribed in the case of the Rayton Company, overlapped so only 
the top lines were visible. The pegboard frame was inserted in 
the duplicating machine, and by means of special attachments it 
was possible to reproduce directly the departmental payroll sum- 
mary (Exhibit 10 and the payroll checks with attached employee’s 
records (Exhibit 11). 

Although it would be simple to do so, the Stone Brothers com- 
pany did not make a duplicate record for the employee’s his- 
torical record. Instead, the original unit master card was used for 
this purpose. These cards were removed from the pegboard frame 
and filed in folders similar to that illustrated in Exhibit 12. 

At the end of each quarter, when Federal and State reports are 
required, the weekly slips are removed from the file, and the neces- 
sary data calculated and posted on the file guide. The information 
as summarized is quickly adaptable to the purposes of the neces- 
sary governmental reports. 


Evaluation 


Because of the comparative complexity of the wage incentive 
system used by Stone Brothers company the steps involved in 
calculation of earnings are more difficult than in the Rayton Tex- 
tile and Chain Bakery cases. It will be noted, however, that once 
the earnings data is computed and checked, the problems of basic 
payroll records are essentially the same. As in the cases previously 
discussed, this company has found it possible to develop summary 
sheets, individual historical earnings records and to prepare checks 
with no rewriting of the original data. 


Summary 


The purpose of this paper has been to describe the principles 
and problems involved in payroll preparation, and to illustrate by 
case studies the practices followed by certain companies. It was 
pointed out that various types of legislation have increased the 
complexity and amount of payroll work and have affected the 
number and nature of reports necessary to meet the requirements 
of governmental agencies. 
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8472 4-25-34 6% BROWN 2715 
PAY TO THE ORDER OF FEDERAL TOTAL 
PAYROLL CHECK 
oF 
to ne STONE BROTHERS MACHINE CO. 
NATIONAL SHAWMUT BANK BOSTON, MASS. 
BOSTON, MASS. STONE BRoTHERS MACHINE CO. 
by A 
NOT GOOD FOR OVER SEVENTY FIVE DOLLARS 
4) 28.94 29| .90| BROWN 277 
ences vane unem. | | us. PAY weex | oven. EMPLOYEE'S FEOERAL TH: 
wours pay DEDUCTIONS ENDING NAME no. NET Pay 


THIS IS A STATEMENT OF YOUR EARNINGS AND DEDUCTIONS 
FOR THE PAY PERIOD AS SHOWN ABOVE 


STONE BROTHERS MACHINE Co. 


(This attached to 
Check above) 


Exursit 11 


Many companies, in seeking solutions to the problems imposed 
by circumstance, have sought relief from higher accounting costs 
and peak loads by greater reliance upon machine methods of pay- 
roll preparation. There are a number of excellent machine pro- 
cedures capable of material assistance in meeting the objectives 
of more economical payroll preparation. The examples in this 
paper have been limited to illustrations of the use of duplicating 
equipment. 

A review of the cases shows us that, although the company pro- 
cedures differ substantially as to details, one basic fact is common 
to all. All payroll records are exact duplicates of the primary data. 
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Once the primary earnings data are computed and checked for 
accuracy, each succeeding record or document is inherently accur- 
ate. To the managements of the companies concerned, the advan- 
tages are obvious. For each succeeding step in the procedure, the 
labor of rewriting and the labor of rechecking is saved. The 
inevitable result is a saving in the cost of payroll preparation, a 
saving in the time required to prepare payrolls and a substantial 
protection from the necessity of reconciliation of the various 
records and reports. 
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